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 .DUDJLDQQLV QLNRODRVNDUDJLDQQLV#NXOHXYHQEH 'HSDUWPHQW RI $FFRXQWLQJ )LQDQFH DQG ,QVXUDQFH )DFXOW\ RI
(FRQRPLFVDQG%XVLQHVV.8/HXYHQ7ROLNDVFRUUHVSRQGLQJDXWKRUNWROLNDV#DVWRQDFXN$VWRQ%XVLQHVV6FKRRO
$VWRQ8QLYHUVLW\:HDUHJUDWHIXOWRWKHDQRQ\PRXVUHIHUHHDQG-HQQLIHU&RQUDGWKH(GLWRUZKRVHWKRXJKWIXODQG
FRQVWUXFWLYHFRPPHQWVKHOSHGWRVXEVWDQWLDOO\LPSURYHRXUSDSHU:HDOVRWKDQN+DQV'HJU\VH&KULV)ORUDFNLVDQG
$OH[DQGURV.RVWDNLVIRUKHOSIXOFRPPHQWV
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
7DLO5LVNDQGWKH&URVV6HFWLRQRI0XWXDO)XQG([SHFWHG5HWXUQV



$EVWUDFW
:HWHVWIRUWKHSUHVHQFHRIDWDLOULVNSUHPLXPLQWKHFURVVVHFWLRQRIPXWXDOIXQGUHWXUQVDQG
ILQGWKDWWKHWRSWDLOULVNTXLQWLOHRIIXQGVRXWSHUIRUPVWKHERWWRPE\SHUDQQXP7KLV
SUHPLXPLVQRWVLPSO\DUHZDUGIRUPDUNHWULVNQRUGRFRPPRQO\XVHGULVNIDFWRUVRIIHUDQ
DGHTXDWHH[SODQDWLRQ2XUILQGLQJVKROGDFURVVGRXEOHVRUWHGSRUWIROLRVIRUPHGRQWDLOULVNDQGD
QXPEHURIIXQGFKDUDFWHULVWLFV:HDOVRILQGWKDWIXQGVVXVFHSWLEOHWRWDLOULVNWHQGWREHVPDOO
\RXQJKDYHKLJKPDQDJHPHQWIHHVDQGKDYHPDQDJHUVZKRGRQRWULVNWKHLURZQFDSLWDO

 ?

,,QWURGXFWLRQ
$JURZLQJERG\RIWKHDVVHWSULFLQJOLWHUDWXUHIRFXVHVRQWKHUHODWLRQEHWZHHQWDLOULVNDQGWKH
FURVVVHFWLRQRIWKHH[SHFWHGDVVHWUHWXUQV,QGHHGLWKDVORQJEHHQUHFRJQL]HGWKDWULVNDYHUVH
LQYHVWRUVFDUHGLIIHUHQWO\DERXWWKHWDLODVVHWUHWXUQVDVRSSRVHGWRDVVHWUHWXUQVWKDWIDOOLQWKH
FHQWUDOSDUWRIWKHHPSLULFDOGLVWULEXWLRQRIUHWXUQVPDLQO\EHFDXVHWDLOHYHQWVFDQOHDGWRD
VLJQLILFDQWUHGXFWLRQLQDSRUWIROLR¶VYDOXHVHHHJ$QJ&KHQDQG;LQJ5R\
7KHVHWDLOHYHQWVUHSUHVHQWVWDWHVRIKLJKPDUJLQDOXWLOLW\WKDWLQYHVWRUVDUHWKXVZLOOLQJWRSD\
ODUJHVXPVWRLQVXUHDJDLQVWZKLOHGHPDQGLQJDKLJKH[SHFWHGUHWXUQWRKROGDVVHWVWKDWPLJKW
VXIIHUFRQVLGHUDEO\IURPDWDLOHYHQW7KXVWDLOULVNPLJKWKDYHDODUJHLPSDFWRQDVVHWSULFHV
HYHQLIWDLOHYHQWVRFFXULQIUHTXHQWO\,QGHHGUHFHQWDVVHWSULFLQJVWXGLHVGHPRQVWUDWHWKDWDWDLO
ULVNSUHPLXPH[LVWVLQWKHFURVVVHFWLRQRIDVVHWUHWXUQVZKLFKLVQRWVLPSO\DUHZDUGIRU
FRPPRQO\XVHGULVNIDFWRUVVHHHJ$JDUZDO5XHQ]LDQG:HLJHUW$QJHWDO
%DOL'HPLUWDVDQG/HY\%ROOHUVOHYDQG7RGRURY&KDQJ&KULVWRIIHUVHQDQG
-DFREV)DUDJRDQG7pGRQJDS.HOO\DQG-LDQJ/HWWDX0DJJLRULDQG
:HEHU:HLJHUW
0RWLYDWHGE\WKLVSDUWRIWKHDVVHWSULFLQJOLWHUDWXUHZHH[DPLQHWKHSUHVHQFHRIDWDLO
ULVNSUHPLXPLQWKHFURVVVHFWLRQRIDFWLYHO\PDQDJHG86HTXLW\PXWXDOIXQGUHWXUQV7KLVSDUW
RIWKHIXQGLQGXVWU\LVDQLQWHUHVWLQJILHOGWRH[DPLQHWKHDVVHWSULFLQJHIIHFWVRIWDLOULVNEHFDXVH
DFWLYHHTXLW\IXQGVDUHVXEMHFWWRVRXUFHVRIWDLOULVNQRWLQKHUHQWLQWKHLQGLYLGXDOVWRFNVLQWKHLU
 
1RWDEOHH[DPSOHVLQFOXGHWKHVWRFNPDUNHWFUDVKWKH$VLD&ULVLVWKHGRWFRPEXEEOHWKH
FUHGLWFUXQFKDQGWKH&KLQHVHVWRFNPDUNHWFUDVK
:HOFKXVHVWKHSULFHVRIIDUEHORZWKHPRQH\SXWVWRVKRZWKDWWDLOULVNFDQDFFRXQWIRUXSWRRIWKH
HTXLW\SUHPLXP
 ?

SRUWIROLRV,QGHHGLWLVZHOOGRFXPHQWHGWKDWWKHPDMRULW\RIHTXLW\PXWXDOIXQGVIROORZ
PRPHQWXPWUDGLQJVWUDWHJLHVZKLFKGHVSLWHWKHLUUHPDUNDEOHSHUIRUPDQFHKDYHDGDUNVLGH
EHFDXVHWKH\DOVRFRPHZLWKRFFDVLRQDOODUJHFUDVKHVVHHHJ%DGULQDWKDQG:DKDO
%DUURVRDQG6DQWD&ODUD'DQLHO-DJDQQDWKDQDQG.LP'DQLHODQG0RVNRZLW]
'H/RQJ6KOHLIHU6XPPHUVDQG:DOGPDQQ*ULQEODWW7LWPDQDQG:HUPHUV
)XUWKHUWKHWHQGHQF\RIPXWXDOIXQGVWRKHUGFDQDOVRGHVWDELOL]HSULFHVDQGOHDGWR
VLJQLILFDQWFUDVKULVNVHHHJ%URZQ:HLDQG:HUPHUV'DVV0DVVDDQG3DWJLUL
/DNRQLVKRN6KOHLIHUDQG9LVKQ\1RIVLQJHUDQG6LDV6LDV
:HUPHUV$QXPEHURIVWXGLHVDOVRILQGWKDWPXWXDOIXQGVWKDWH[SHULHQFHH[WUHPHIORZV
PLJKWEHIRUFHGWRHQJDJHLQILUHVDOHVRIVWRFNVWKDWOHDGWRODUJHVZLQJVLQSULFHVVHHHJ
$GDPDQG.OLSSHU&RYDODQG6WDIIRUG(GHOHQ5DNRZVNL2XU
PRWLYDWLRQLVIXUWKHUVWUHQJWKHQHGE\WKHLQFUHDVLQJLPSRUWDQFHRIWKHPXWXDOIXQGLQGXVWU\WR
WKH86HFRQRP\,QGHHGWKHPXWXDOIXQGPDUNHWLVRQHRIWKHODUJHVWDQGIDVWHVWJURZLQJ
ILQDQFLDOPDUNHWV7KHWRWDOQHWDVVHWVRIPXWXDOIXQGVLQWKH86DPRXQWHGWRWULOOLRQDW
WKHHQGRIZLWKHTXLW\IXQGVEHLQJWKHIDVWHVWJURZLQJSDUWRIWKLVLQGXVWU\UHSUHVHQWLQJ
 
'DQLHODQG0RVNRZLW]VKRZWKDWWKHODUJHJDLQVIURPD86HTXLW\PRPHQWXPVWUDWHJ\FRPHDWWKHH[SHQVH
RIDYHU\KLJKH[FHVVNXUWRVLVRIFRPELQHGZLWKDSURQRXQFHGOHIWVNHZQHVVRI7KHVHWZRDWWULEXWHVRI
WKHPRPHQWXPVWUDWHJ\LQGLFDWHDYHU\IDWOHIWWDLODQGVLJQLILFDQWFUDVKULVN)XUWKHU%DUURVRDQG6DQWD&ODUD
UHSRUWWKDWLQWKH86HTXLW\:LQQHUV/RVHUVVWUDWHJ\VXIIHUHGDQHJDWLYHUHWXUQRILQMXVWWZR
PRQWKVZKLOHLQWKHPRPHQWXPVWUDWHJ\H[SHULHQFHGDFUDVKRILQMXVWWKUHHPRQWKV%DUURVRDQG
6DQWD&ODUDFRQFOXGHWKDWWKHODUJHUHWXUQVRIPRPHQWXPVWUDWHJLHVGRQRWUHDOO\FRPSHQVDWHUHDVRQDEO\ULVNDYHUVH
LQYHVWRUVIRUFUDVKHVWKDWPLJKWZLSHRXWGHFDGHVRIIXQGUHWXUQV
7KHHYLGHQFHUHJDUGLQJWKHSHUIRUPDQFHRIDFWLYHO\PDQDJHGPXWXDOIXQGVUHODWLYHWRDVHWRIEHQFKPDUNVLVUDWKHU
LQFRQFOXVLYHDQGWKHUHIRUHFDQQRWE\LWVHOIH[SODLQVDWLVIDFWRU\WKHJURZWKLQDFWLYHO\PDQDJHGIXQGVVHHHJ
)DPDDQG)UHQFK&DUKDUW*ULQEODWWDQG7LWPDQ*UXEHU:HUPHUV*UXEHU
VXJJHVWVWKDWWKHSUHVHQFHRIµGLVDGYDQWDJHG¶LQYHVWRUVZKRDUHLJQRUDQWRIWKHXQGHUSHUIRUPDQFHRIDFWLYHO\
PDQDJHGPXWXDOIXQGVRUEHKDYHLUUDWLRQDOO\PLJKWH[SODLQWKHJURZWKLQDFWLYHIXQGVWKLVLVDOVRHFKRHGLQ%HUN
DQGYDQ%LQVEHUJHQDQG'HO*XHUFLRDQG5HXWHU3DVWRUDQG6WDPEDXJKDOVRSURSRVHD
UHVROXWLRQWRWKLVSX]]OHEDVHGRQWKHLGHDRIGHFUHDVLQJUHWXUQVWRVFDOH
 ?

RIDOOPXWXDOIXQGDVVHWV+RXVHKROGVDOVRLQFUHDVLQJO\UHO\RQPXWXDOIXQGVWRPHHWWKHLU
ORQJWHUPILQDQFLDOREMHFWLYHVRIWRWDOZHDOWK)RUH[DPSOHKRXVHKROGV¶ILQDQFLDODVVHWVKHOGLQ
PXWXDOIXQGVJUHZIURPLQWRE\WKHHQGRIZLWKKRXVHKROGVFXUUHQWO\
KROGLQJRIDOOPXWXDOIXQGDVVHWV)XUWKHUWKHSHUFHQWDJHRIWKHVHDVVHWVLQGHILQHG
FRQWULEXWLRQUHWLUHPHQWSODQVJUHZIURPLQWRLQ,&,0XWXDOIXQGV
KDYHDOVREHFRPHLQFUHDVLQJO\LPSRUWDQWLQVHWWLQJVWRFNSULFHV)RULQVWDQFHPXWXDOIXQGHTXLW\
KROGLQJVKDYHLQFUHDVHGUHODWLYHWRWKH1<6(PDUNHWFDSLWDOL]DWLRQIURPLQWRDW
WKHHQGRI$VVXFKH[DPLQLQJWKHLPSDFWRIWDLOULVNLQWKHFURVVVHFWLRQRIUHWXUQVRI
HTXLW\PXWXDOIXQGVDVZHOODVLWVUHODWLRQWRIXQGFKDUDFWHULVWLFVLVLPSRUWDQW
:HDGRSWDPHDVXUHRIDJJUHJDWHWDLOULVNGHYHORSHGE\.HOO\WKDWDSSOLHVWKH+LOO
HVWLPDWRUWRLQIHUWKHSRZHUODZSUREDELOLWLHVRIWDLOHYHQWV+LOO7KLVPHDVXUHRIWLPH
YDU\LQJWDLOULVNLVGHULYHGGLUHFWO\IURPWKHFURVVVHFWLRQRIDVVHWUHWXUQVXVLQJDSDQHO
HVWLPDWLRQDSSURDFK7KLVDSSURDFKKDVDQXPEHURIDGYDQWDJHV)LUVWLWRYHUFRPHVWKHFRPPRQ
SUREOHPRIWKHWDLOULVNDQDO\VLVLQILQDQFHWKDWUHODWHVWRWKHOLPLWHGQXPEHURIUHWXUQVDYDLODEOH
6HFRQGLWFDQLQYHVWLJDWHWDLOULVNZLWKRXWUHVRUWLQJWRWKHDSSURDFKEDVHGRQUDUHHFRQRPLF
GLVDVWHUV7KLUGLWVQRYHOFRQVWUXFWLRQDFFRXQWVIRUWKHWLPHYDU\LQJQDWXUHRIWDLOULVN.HOO\
DQG-LDQJLGHQWLI\FRPPRQIOXFWXDWLRQVLQWDLOULVNDPRQJLQGLYLGXDOVWRFNVE\XVLQJ
ILUPOHYHOPRQWKO\SULFHFUDVKHV7KH\ILQGWKDWWLPHYDU\LQJWDLOULVNKDVVLJQLILFDQWSUHGLFWLYH
 
&ODVVLF([WUHPH9DOXH7KHRU\GHILQHVWKHWDLOUHWXUQVDVHLWKHUWKHPD[LPXPRUPLQLPXPUHWXUQVRYHUQRQ
RYHUODSSLQJWLPHSHULRGVRIHTXDOOHQJWKEORFNPD[LPDDSSURDFKRUDVH[FHVVHVRYHUDKLJKHQRXJKWKUHVKROG
3HDNVRYHU7KUHVKROGDSSURDFK%RWKDSSURDFKHVUHTXLUHORQJVHULHVRIUHWXUQVIRUVRXQGWDLOULVNHVWLPDWHV
2XUVWXG\DOVRUHODWHVWRWKHOLWHUDWXUHWKDWH[DPLQHVWKHSRWHQWLDORIUDUHHFRQRPLFGLVDVWHUVWRH[SODLQWKHHTXLW\
SUHPLXPVHHHJ%DUUR%HUNPDQ-DFREVHQDQG/HH*DEDL[7VDLDQG:DFKWHU
:DFKWHU'HVSLWHWKHSRWHQWLDORIWKLVVWUDQGRIWKHOLWHUDWXUHWKHOLPLWDWLRQUHODWHGWRWKHUHODWLYHO\ORZ
QXPEHURIUDUHHFRQRPLFGLVDVWHUVUHQGHUVWKHFRQVWUXFWLRQRIDG\QDPLFWDLOULVNPHDVXUHDGLIILFXOWLIQRW
LPSRVVLEOHWDVN
 ?

SRZHUIRUDJJUHJDWHVWRFNPDUNHWUHWXUQVDQGWKDWFURVVVHFWLRQDOO\VWRFNVZLWKKLJKORDGLQJVRQ
WDLOULVNDUHUHZDUGHGZLWKDQDQQXDOWKUHHIDFWRUDOSKDWKDWLVDERXWSHUDQQXPKLJKHUWKDQ
WKHDOSKDRIVWRFNVZLWKORZWDLOULVNORDGLQJV
2XUVWXG\DGGUHVVHVWKHIROORZLQJTXHVWLRQVL'RHVWDLOULVNKHOSWRH[SODLQWKHFURVV
VHFWLRQDOYDULDWLRQLQIXQGUHWXUQV"DQGLL'RFHUWDLQIXQGFKDUDFWHULVWLFVKHOSWRH[SODLQWKHLU
VXVFHSWLELOLW\WRWDLOULVN":HXVHGDLO\PXWXDOIXQGUHWXUQVRYHUWKHSHULRGIURP-DQXDU\
WR6HSWHPEHUWRHVWLPDWHWKHDJJUHJDWHWDLOULVNLQWKHPXWXDOIXQGPDUNHW:H
WKHQHVWLPDWHWKHWDLOULVNVHQVLWLYLW\RIHDFKIXQGWRWKHDJJUHJDWHWDLOULVNVRUWWKHIXQGV
DFFRUGLQJWRWKHLUWDLOULVNORDGLQJVDQGFRQVWUXFWHTXDODQGYDOXHZHLJKWHGWDLOULVNTXLQWLOH
SRUWIROLRV:HDFFRXQWIRUFRPPRQO\XVHGULVNIDFWRUVOLNHPDUNHWULVNVL]HERRNWRPDUNHW
PRPHQWXPDQGOLTXLGLW\)DPDDQG)UHQFK&DUKDUW3DVWRUDQG6WDPEDXJK
DQGZHWKHQDVVHVVZKHWKHUDWDLOULVNSUHPLXPH[LVWVLQWKHFURVVVHFWLRQRIIXQG
UHWXUQV2YHUDOOWKHUHVXOWVVKRZWKDWWDLOULVNKDVVLJQLILFDQWH[SODQDWRU\SRZHUIRUWKHYDULDWLRQ
LQWKHFURVVVHFWLRQDOPXWXDOIXQGH[SHFWHGUHWXUQV)RUH[DPSOHHTXDOZHLJKWHGIXQGSRUWIROLRV
WKDWEHORQJLQWKHKLJKHVWWDLOULVNTXLQWLOHJHQHUDWHDQDGGLWLRQDODQQXDOL]HGUHWXUQRI
FRPSDUHGWRSRUWIROLRVWKDWEHORQJLQWKHORZHVWWDLOULVNTXLQWLOH7KLVDGGLWLRQDOWDLOULVNUHZDUG
LVVWDWLVWLFDOO\VLJQLILFDQWZLWKDWVWDWLVWLFRIXVLQJ1HZH\DQG:HVWFRUUHFWHG
VWDQGDUGHUURUV7RHQVXUHWKDWWDLOULVNUDWKHUWKDQPXWXDOIXQGFKDUDFWHULVWLFVLVGULYLQJWKH
GLIIHUHQFHVLQWKHFURVVVHFWLRQDOUHWXUQVWKDWZHILQGZHSHUIRUPDVHULHVRIELYDULDWHVRUWVDQG
UHH[DPLQHWKHUHODWLRQEHWZHHQWKHFURVVVHFWLRQDOIXQGUHWXUQVDQGWKHLUH[SRVXUHWRWDLOULVN
7KHUHVXOWVDUHUREXVWWRVRUWVRQ0RUQLQJVWDU¶VHTXLW\VW\OHFODVVLILFDWLRQVEHQFKPDUNDOSKD
IXQGVL]HH[SHQVHUDWLRWXUQRYHUUDWLRWUDFNLQJHUURUPDQDJHPHQWIHHVDQGPDQDJHULDO
RZQHUVKLS2XUILQGLQJVVXSSRUWWKHK\SRWKHVLVWKDWIXQGVZLWKKLJKORDGLQJVRQWDLOULVNUHFHLYH
 ?

DORZHUYDOXDWLRQIURPULVNDYHUVHLQYHVWRUVDQGWKXVKLJKHUH[SHFWHGUHWXUQVFRPSDUHGWRIXQGV
ZLWKORZORDGLQJVRQWDLOULVN)XUWKHURXUILQGLQJVLQGLFDWHWKDWWKHVXSHULRUSHUIRUPDQFHRI
VRPHRIWKHIXQGPDQDJHUVPLJKWEHGXHWRWKHLUSRUWIROLRV¶H[SRVXUHWRWDLOULVNUDWKHUWKDQWKHLU
VWRFNSLFNLQJDELOLW\:HDOVRH[DPLQHWKHUHODWLRQEHWZHHQDJJUHJDWHWDLOULVNDQGDQXPEHURI
PXWXDOIXQGFKDUDFWHULVWLFV2YHUDOORXUUHVXOWVLQGLFDWHWKDWIXQGVVXVFHSWLEOHWRWDLOULVNWHQGWR
EHVPDOO\RXQJKDYHKLJKPDQDJHPHQWIHHVDQGKDYHPDQDJHUVZKRGRQRWULVNWKHLURZQ
FDSLWDO7KHVHFKDUDFWHULVWLFVH[SODLQDVPXFKDVRIWKHFURVVVHFWLRQDOYDULDWLRQLQWKHWDLO
ULVNORDGLQJV
7KLVVWXG\PDNHVVHYHUDOFRQWULEXWLRQV)LUVWZHFRQWULEXWHWRWKHJURZLQJOLWHUDWXUHRQ
WKHLPSDFWRIWDLOULVNRQDVVHWSULFHVE\SURYLGLQJHYLGHQFHUHODWHGWRPXWXDOIXQGV6HFRQGZH
SURYLGHHYLGHQFHIRUWKHSUHVHQFHRIDWDLOULVNSUHPLXPLQWKHFURVVVHFWLRQRIWKHHTXLW\PXWXDO
IXQGUHWXUQV7KLUGZHVKRZWKDWWKHWDLOULVNSUHPLXPLVVWDWLVWLFDOO\DQGHFRQRPLFDOO\
VLJQLILFDQWHYHQDIWHUFRQWUROOLQJIRUFRPPRQO\XVHGULVNIDFWRUVDQGWKDWRXUUHVXOWVDUHUREXVW
WRDQXPEHURILPSRUWDQWIXQGFKDUDFWHULVWLFV)RXUWKZHSURYLGHHYLGHQFHWKDWFHUWDLQ
FKDUDFWHULVWLFVDUHUHODWHGWRPXWXDOIXQGV¶VXVFHSWLELOLW\WRWDLOULVN
7KHUHVWRIWKLVSDSHULVRUJDQL]HGDVIROORZV6HFWLRQ,,GHVFULEHVWKHGDWDVHWRIWKH86
DFWLYHO\PDQDJHGHTXLW\PXWXDOIXQGVWKDWZHXVHLQWKLVSDSHU6HFWLRQ,,,SUHVHQWVWKHWLPH
YDU\LQJDJJUHJDWHWDLOULVNPHDVXUHDQGWKHPHWKRGRORJLFDOIUDPHZRUNZHDGRSW,Q6HFWLRQ9
ZHWHVWIRUWKHSUHVHQFHRIDWDLOULVNSUHPLXPLQWKHFURVVVHFWLRQRIIXQGUHWXUQVDQGLQ6HFWLRQ
9,ZHLQYHVWLJDWHWKHUHODWLRQEHWZHHQWDLOULVNVXVFHSWLELOLW\DQGIXQGFKDUDFWHULVWLFV6HFWLRQ
9,,FRQFOXGHVWKHSDSHU

 ?

,,'DWDDQG6DPSOHVHOHFWLRQ
2XUVDPSOHFRQVLVWVRIDOO86HTXLW\GLYHUVLILHGRSHQHQGPXWXDOIXQGVDQGLVSURYLGHGE\
0RUQLQJVWDUDQGLQFOXGHVDOOGHIXQFWIXQGVLHPHUJHGDQGOLTXLGDWHG7KHVDPSOHFRPSULVHV
DOODFWLYHO\PDQDJHGIXQGVIURP-DQXDU\WR6HSWHPEHU7KHVDPSOHVWDUWVLQ
-DQXDU\EHFDXVHWKHHVWLPDWLRQRIWKH+LOOSRZHUODZLVEDVHGRQWKHORZHVWRIWKHGDLO\
UHWXUQVSRROHGRYHUDSHULRGRIRQHPRQWKIRUDOOIXQGVLQWKHVDPSOH$VRI-DQXDU\WKHUH
ZHUHIXQGVLQRXUVDPSOH7KLVVDPSOLQJUHVXOWVLQDWRWDORIGDLO\UHWXUQVDQGSURYLGHV
GDLO\UHWXUQVIRUWKHFDOFXODWLRQRIWKH+LOOHVWLPDWRUIRU-DQXDU\7KLVQXPEHULVKLJK
HQRXJKWRDOORZIRUDUHOLDEOHHVWLPDWLRQRIWKHDJJUHJDWHWDLOULVN7KHQXPEHURIIXQGVLQWKH
VDPSOHIRUHDFKPRQWKLVDOZD\VKLJKHUWKDQWKHQXPEHULQ-DQXDU\:HH[FOXGHVHFWRU
IXQGVLQWHUQDWLRQDOIXQGVDQGEDODQFHGIXQGVEHFDXVHWKH\DUHGULYHQE\GLIIHUHQWULVNIDFWRUV
WKDQWKRVHRIWKHGRPHVWLFHTXLW\IXQGV:HDOVRGURSWKRVHIXQGVIRUZKLFKWKHUHDUHOHVVWKDQ
FRQVHFXWLYHPRQWKO\UHWXUQVDYDLODEOHEHFDXVHWKLVLVWKHQXPEHURIUHWXUQVZHXVHLQWKH
SUHGLFWLYHUHJUHVVLRQVZHUXQLQ6HFWLRQ9)XUWKHUIRUWKHIXQGVZLWKPXOWLSOHVKDUHFODVVHVZH
XVHRQO\WKHROGHVWVKDUHFODVVDVWKHUHSUHVHQWDWLYHRQH7KHILQDOVDPSOHFRPSULVHV
DFWLYHO\PDQDJHGPXWXDOIXQGVDQGIXQG\HDUV7KHQXPEHURIIXQGVRYHUWKLVWLPH
SHULRGYDULHVFRQVLGHUDEO\UDQJLQJIURPDPLQLPXPRILQ-DQXDU\WRDPD[LPXPRI
LQ2FWREHU:HDOVRGLYLGHRXUVDPSOHDFFRUGLQJWRWKH0RUQLQJVWDU¶VHTXLW\VW\OH
FODVVLILFDWLRQDV/DUJHFDS9DOXH/DUJHFDS%OHQG/DUJHFDS*URZWK0LG
 
:HKDYHDOVRXVHGWKHORZHVWDQGRIIXQGGDLO\UHWXUQVZKLFKUHVXOWLQDPLQLPXPRIDQGGDLO\
UHWXUQVUHVSHFWLYHO\DYDLODEOHIRUWKHHVWLPDWLRQRIWKH+LOOSRZHUODZ7KHUHVXOWVDUHTXDOLWDWLYHO\VLPLODUDQGOHDG
WRWKHVDPHFRQFOXVLRQV,QWKHLQWHUHVWRIEUHYLW\ZHGRQRWUHSRUWWKHVHUHVXOWVLQWKLVSDSHU
 ?

FDS9DOXH0LGFDS%OHQG0LGFDS*URZWK6PDOOFDS9DOXH6PDOOFDS
%OHQGDQG6PDOOFDS*URZWK
,QVHUW7DEOHDURXQGKHUH
7DEOHSUHVHQWVDVXPPDU\GHVFULSWLRQRIWKHIXQGVLQRXUVDPSOH7KHDYHUDJH\HDUKDV
IXQGVZLWKDQDYHUDJHPLQLPXPRIDQGDQDYHUDJHPD[LPXPRI7KHDYHUDJH
DQQXDODVVHWVXQGHUPDQDJHPHQW$80LVMXVWRYHUELOOLRQWKHDYHUDJHDQQXDOJURVV
H[SHQVHUDWLRLVDQGWKHDYHUDJHWXUQRYHUUDWLRLV)XUWKHUWKHWDEOHFRQWDLQVWKH
VDPHFKDUDFWHULVWLFVGLYLGHGLQWR0RUQLQJVWDU¶VQLQHHTXLW\VW\OHV/DUJHFDSIXQGVUHSUHVHQW
RIWKHVDPSOHIROORZHGE\IRU6PDOOFDSIXQGVDQGIRU
0LGFDSIXQGV7KHDYHUDJH$80IRUWKH/DUJHFDSIXQGVLVWKHODUJHVWELOOLRQIROORZHG
E\WKH0LGFDSIXQGVELOOLRQDQGWKH6PDOOFDSIXQGVELOOLRQ7KHDYHUDJHDQQXDO
JURVVH[SHQVHUDWLRLVODUJHUIRUWKH6PDOOFDSIXQGVIROORZHGE\WKH0LGFDSIXQGV
DQGWKH/DUJHFDSIXQGV)XUWKHU0LGFDSIXQGVKDYHWKHKLJKHVWDYHUDJH
DQQXDOWXUQRYHUUDWLRDWLQGLFDWLQJWKDWWKH\DUHWXUQLQJRYHUQHDUO\DOORIWKHLUKROGLQJV
HYHU\\HDUIROORZHGE\WKH6PDOOFDSIXQGVDQGWKH/DUJHFDSIXQGV)LJXUH
VKRZVWKHJURZWKRIWKHDYHUDJHVL]HDQGWKHDYHUDJHQXPEHURIWKHIXQGVIRUWKHVDPSOHSHULRG
 
0RUQLQJVWDU¶VHTXLW\VW\OHFODVVLILFDWLRQLVDWKUHHE\WKUHHJULGWKDWFDWHJRULVHVIXQGVE\PDUNHWFDSLWDOL]DWLRQDQG
JURZWKDQGYDOXHIDFWRUV7KHQLQHHTXLW\VW\OHFODVVLILFDWLRQVDUH/DUJHFDS9DOXHIXQGVWKDWLQYHVWPDLQO\LQELJ
86ILUPVWKDWDUHOHVVH[SHQVLYHRUJURZPRUHVORZO\WKDQRWKHUODUJHFDSVWRFNV/DUJHFDS%OHQGIXQGVWKDWRZQ
SRUWIROLRVWKDWDUHIDLUO\UHSUHVHQWDWLYHRIWKHRYHUDOO86VWRFNPDUNHWLQVL]HJURZWKDQGSULFH/DUJHFDS*URZWK
IXQGVWKDWLQYHVWPDLQO\LQELJ86ILUPVWKDWDUHOLNHO\WRJURZIDVWHUWKDQRWKHUODUJHFDSVWRFNV0LGFDS9DOXH
IXQGVWKDWLQYHVWPDLQO\LQPHGLXPVL]HILUPVLQFOXGLQJSRUWIROLRVWKDWRZQDPL[RIVPDOOPLGDQGODUJHFDS
VWRFNV0LGFDS%OHQGIXQGVWKDWLQYHVWLQ86ILUPVRIYDULRXVVL]HVDQGVW\OHV0LGFDS*URZWKIXQGVWKDWLQYHVW
PDLQO\LQ86VWRFNVRIDOOVL]HV6PDOOFDS9DOXHIXQGVWKDWLQYHVWPDLQO\LQVPDOO86ILUPVZLWKYDOXDWLRQVDQG
JURZWKUDWHVORZHUWKDQRWKHUVPDOOFDSSHHUV6PDOOFDS%OHQGIXQGVWKDWLQYHVWPDLQO\LQ86ILUPVLQWKHVPDOOHU
HQGRIWKHPDUNHWFDSLWDOL]DWLRQUDQJHDQG6PDOOFDS*URZWKIXQGVWKDWLQYHVWPDLQO\LQIDVWHUJURZLQJILUPV
ZKRVHVKDUHVDUHDWWKHORZHUHQGRIWKHPDUNHWFDSLWDOL]DWLRQUDQJH
 ? ?

:LWKDVPDOOQXPEHURIH[HPSWLRQVERWKVHULHVWHQGWRLQFUHDVHRYHUWLPHZLWKWKHDYHUDJHIXQG
VL]HUHDFKLQJLWVSHDNLQDQGWKHDYHUDJHQXPEHURIIXQGVSHDNLQJLQ
,QVHUW)LJXUHDURXQGKHUH
7DEOHFRQWDLQVWKHVXPPDU\VWDWLVWLFVIRUWKHDYHUDJHPRQWKO\JURVVUHWXUQVRIWKHIXQGV
LQRXUVDPSOH:HUHSRUWWKHUHVXOWVIRUDQHTXDOZHLJKWHGSRUWIROLRRIDOOIXQGVDVZHOODVHTXDO
ZHLJKWHGSRUWIROLRVEDVHGRQWKH0RUQLQJVWDU¶VQLQHHTXLW\VW\OHV,QJHQHUDOWKHDYHUDJH
PRQWKO\UHWXUQLVORZHUIRUWKH/DUJHFDSIXQGVDQGKLJKHUIRUWKH0LGDQG6PDOOFDSIXQGV
+RZHYHUWKHDYHUDJHVWDQGDUGGHYLDWLRQRIUHWXUQVIRU0LGDQG6PDOOFDSIXQGVLVKLJKHU,Q
DGGLWLRQWKHPLQLPXPPD[LPXPUHWXUQVRI0LGDQG6PDOOFDSIXQGVDUHVPDOOHUODUJHUWKDQ
WKHPLQLPXPPD[LPXPUHWXUQVRI/DUJHFDSIXQGV7KHDYHUDJHYDOXHVRIVNHZQHVVDQG
NXUWRVLVIRUPRVWRIWKHIXQGV¶UHWXUQVLQGLFDWHWKDWWKHUHWXUQVDUHQRWQRUPDOO\GLVWULEXWHGWKLV
LVFRQILUPHGE\WKH-DUTXH%HUDQRUPDOLW\WHVWIRUDOOIXQGSRUWIROLRV
,QVHUW7DEOHDURXQGKHUH
,,,'HILQLWLRQDQG(VWLPDWLRQRI$JJUHJDWH7DLO5LVNLQ0XWXDOIXQGV
&RQVWUXFWLQJDPHDVXUHRIWLPHYDU\LQJWDLOULVNLQDXQLYDULDWHWLPHVHULHVVHWWLQJLVFKDOOHQJLQJ
EHFDXVHWDLOHYHQWVDUHUDUHE\WKHLUQDWXUH.HOO\DQG-LDQJDGRSWDSDQHOHVWLPDWLRQ
DSSURDFKEDVHGRQWKHFURVVVHFWLRQRIGDLO\DVVHWUHWXUQV,QWKLVDSSURDFKDIDWWDLOHG
SUREDELOLW\GLVWULEXWLRQLVFKDUDFWHUL]HGE\DSRZHUODZGHFD\DVRSSRVHGWRWKHH[SRQHQWLDO
GHFD\RIWKHQRUPDOGLVWULEXWLRQ7KHORZHUWDLOUHWXUQVEHKDYHDFFRUGLQJWRWKHIROORZLQJ
SUREDELOLW\FRQGLWLRQ
 ? ?
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ZKHUH5LWLVWKHUHWXUQRIPXWXDOIXQGLDWWLPHWWKDWLVOHVVWKDQDWKUHVKROGXW7KHWKUHVKROG
GHILQHVWKHORZHUWDLORIWKHSUREDELOLW\GLVWULEXWLRQRIWKHFURVVVHFWLRQDOUHWXUQVLHUXW
DQG)WLVWKHLQIRUPDWLRQVHWDYDLODEOHDWWLPHW7\SLFDOO\XWLVRQHRIWKHORZHUTXDQWLOHVRIWKH
FURVVVHFWLRQDOGLVWULEXWLRQRIUHWXUQVGHILQHGE\ݑො௧ሺݍሻ ൌ ݅݊ ௜݂ ቄܴሺ௜ሻǡ௧ א ܴ௧ǣ ௤ଵ଴଴ ൑ ሺ௜ሻ௡ ቅZKHUHሺ݅ሻ
LVWKHLWKRUGHUVWDWLVWLFRIWKHሺ݊ ൈ ͳሻYHFWRU5W,QWKLVVWXG\ZHVHWXWHTXDOWRWKHWKSHUFHQWLOH
LHT RIWKHFURVVVHFWLRQDOGLVWULEXWLRQRIWKHIXQGV¶UHWXUQVDWWLPHW:HEDVHWKLVFKRLFH
RQWKHWKHRUHWLFDOUXOHRI*DEDL[*RSLNULVKQDQDQG3OHURXZKRVXJJHVWIL[LQJWKH
SUREDELOLW\RIH[FHHGLQJXDWDQGWKHHPSLULFDOLQYHVWLJDWLRQE\.HOO\DQG-LDQJZKR
UHSRUWWKDWUDQJLQJWKHIL[HGSHUFHQWLOHIURPWROHDGVWRVLPLODUHPSLULFDOUHVXOWV7KH
HVWLPDWLRQRIXWRQDSHULRGE\SHULRGEDVLVPHDQVWKDWLWVDFWXDOYDOXHYDULHVDVWKHYRODWLOLW\RI
WKHFURVVVHFWLRQDOGLVWULEXWLRQRIUHWXUQVYDULHVSHULRGE\SHULRGWKXVKLJKFURVVVHFWLRQDO
YRODWLOLW\WHQGVWROHDGWRKLJKDEVROXWHWKUHVKROGYDOXHVRIXWDQGYLFHYHUVD7KLVWLPHYDU\LQJ
WKUHVKROGPLWLJDWHVWKHHIIHFWVRIYRODWLOLW\FKDQJHVDQGIDFLOLWDWHVWKHHVWLPDWLRQRIWKH
XQDIIHFWHGWDLOULVNLIIRUH[DPSOHWKHYRODWLOLW\LQFUHDVHVVXEVWDQWLDOO\EXWWKHVKDSHRIWKH
ORZHUWDLOUHPDLQVWKHVDPH7KXVRXUFKRLFHRIWDLOULVNPHDVXUHDFFRXQWVIRUWKHFRPPRQWLPH
YDU\LQJYRODWLOLW\RIWKHPXWXDOIXQGV¶UHWXUQV
7KHVKDSHRIWKHWDLORIWKHFURVVVHFWLRQDOGLVWULEXWLRQRIWKHUHWXUQVLVGHWHUPLQHGE\WKH
WDLOH[SRQHQWߙ௜ ߣ௧Τ 7KHKLJKHUWKHWDLOULVNPHDVXUHȜWWKHIDWWHUWKHORZHUWDLORIUHWXUQVDQG
WKHUHIRUHWKHKLJKHUWKHSUREDELOLW\RIDWDLOUHWXUQRFFXUULQJDQGYLFHYHUVD:HXVHDSDQHO
HVWLPDWLRQDSSURDFKWRFRQVWUXFWWKHWLPHYDU\LQJPRQWKO\FRPPRQWDLOULVNRYHUWKHVDPSOH
 ? ?

SHULRG7KLVDSSURDFKLVEDVHGRQWKHFRPPRQDOLW\RIWDLOULVNDFURVVWKHLQGLYLGXDOPXWXDO
IXQGV'LIIHUHQWPXWXDOIXQGVDUHDOORZHGWRKDYHGLIIHUHQWOHYHOVRIWDLOULVNZKLFKDUH
GHWHUPLQHGE\WKHSDUDPHWHUĮLZKLOHWKH\FDQVKDUHVLPLODUWDLOULVNG\QDPLFVWKDWDUH
GHWHUPLQHGE\WKHSDUDPHWHUȜW,QGLYLGXDOIXQGVPLJKWKDYHGLIIHUHQWLGLRV\QFUDWLFWDLOULVNVEXW
WKHLUFRPPRQWDLOULVNG\QDPLFVDUHGHWHUPLQHGE\DVLQJOHSURFHVVDFURVVDOOIXQGV$VVXPLQJD
VXIILFLHQWO\KLJKQXPEHURIIXQGVWKLVDSSURDFKFDQDGHTXDWHO\PRGHOWKHDJJUHJDWHWDLOULVNLQ
HTXLW\PXWXDOIXQGV
 :HHVWLPDWHWKHDJJUHJDWHWLPHYDU\LQJWDLOULVNLQWKHPXWXDOIXQGPDUNHWE\XVLQJWKH
FURVVVHFWLRQRIGDLO\UHWXUQVRIWKHHTXLW\PXWXDOIXQGVLQRXUVDPSOHUDWKHUWKDQWKHFURVV
VHFWLRQRIVWRFNUHWXUQV:HIROORZWKLVDSSURDFKVLQFHG\QDPLFWUDGLQJVWUDWHJLHVWKDWDFWLYHO\
PDQDJHGHTXLW\IXQGVWHQGWRIROORZFDQJHQHUDWHVRXUFHVRIWDLOULVNZKLFKGLIIHUIURPWKRVHLQ
WKHLQGLYLGXDOVWRFNVLQWKHLUSRUWIROLRVVHHHJ$GDPDQG.OLSSHU&RYDODQG6WDIIRUG
'DQLHODQG0RVNRZLW]'DVVHWDO'H/RQJHWDO:HUPHUV
,WLVDOVRLPSRUWDQWWRQRWHWKDWWKHWKHRUHWLFDOIRXQGDWLRQVWKDW.HOO\DQG-LDQJ
SURYLGHIRUXVLQJVWRFNUHWXUQVLQWKHFDOFXODWLRQRIDJJUHJDWHWDLOULVNDOVRKROGLQWKHFDVHRI
GRPHVWLFHTXLW\PXWXDOIXQGV)LUVWEHFDXVHSRZHUODZGLVWULEXWLRQVDUHVWDEOHXQGHU
DJJUHJDWLRQWKHPDUNHWOHYHOWDLOULVNVRIIXQGVDUHPDWKHPDWLFDOO\OLQNHGWRFRPPRQG\QDPLFV
LQIXQGOHYHOWDLOULVNV7KXVLQDVXIILFLHQWO\ODUJHFURVVVHFWLRQIXQGOHYHOWDLOGLVWULEXWLRQVDUH
LQIRUPDWLYHDERXWWKHOLNHOLKRRGRIPDUNHWZLGHWDLOHYHQWVIRUPXWXDOIXQGV6HFRQGWKH
OLWHUDWXUHRQWKHUHDOEXVLQHVVF\FOHVXJJHVWVWKDWFKDQJHVLQXQFHUWDLQW\LHWDLOULVNLQRXU
FRQWH[WDIIHFWWKHPDUJLQDOXWLOLW\RILQYHVWRUVDQGFRQVHTXHQWO\DVVHWSULFHV%ORRP
 
 ?:HKDYHDOVRUHSURGXFHGWKHUHVXOWVLQ7DEOHVDQGXVLQJWKHDJJUHJDWHWDLOULVNHVWLPDWHGIURPWKHFURVV
VHFWLRQRIWKHGDLO\UHWXUQVRIWKH1<6($0(;DQG1$6'$4VWRFNVZLWKVKDUHFRGHVDQGREWDLQHGIURP
&563,QJHQHUDOWKHHPSLULFDOUHVXOWVOHDGWRWKHVLPLODUFRQFOXVLRQV
 ? ?

*RXULR,WIROORZVWKDWIRUSULFLQJHIIHFWVWRH[LVWYLDWKHFKDQQHORIXQFHUWDLQWDLOVKRFNV
FRPPRQWDLOULVNLQWKHFURVVVHFWLRQRIVWRFNUHWXUQVXOWLPDWHO\PXVWEHDVVRFLDWHGZLWK
DJJUHJDWHUHDOHFRQRPLFRXWFRPHV7KHVDPHDUJXPHQWDOVRKROGVLQWKHFDVHRIHTXLW\IXQGVLQ
RXUVDPSOHEHFDXVHWKHLUSRUWIROLRVDUHPDGHXSPRVWO\RIGRPHVWLFHTXLW\
,QRUGHUWRHVWLPDWHWKHFRPPRQWDLOULVNȜWRQDPRQWKE\PRQWKEDVLVZHSRROWKHGDLO\
FURVVVHFWLRQDOUHWXUQVRIDOOIXQGVIRUHDFKPRQWKZKLFKLQFUHDVHVRXUVDPSOHVL]HDQGWKHUHIRUH
UHGXFHVWKHHVWLPDWLRQHUURU7KLVDSSURDFKDFFRPPRGDWHVVL]HFKDQJHVLQWKHFURVVVHFWLRQ
RYHUWLPH:HWKHQFDOFXODWHWKH+LOOSRZHUODZHVWLPDWRU
   ߣ௧ு௜௟௟ ൌ ଵ௄೟σ ൣ݈݊൫ܴ௞ǡ௧൯ െ ݈݊ሺݑ௧ሻ൧௄೟௞ୀଵ   
ZKHUH5NWLVWKHNWKGDLO\IXQGUHWXUQWKDWLVORZHUWKDQWKHWKUHVKROGXWLQPRQWKWDQG.WLVWKH
WRWDOQXPEHURIWKHFURVVVHFWLRQDOUHWXUQVEHORZWKHWKUHVKROGXWZLWKLQPRQWKW:HXVHWKH
ORZHURIWKHGDLO\UHWXUQVRIDOOIXQGVLQWKHVDPSOHWRFDOFXODWHHVWLPDWHVRIDJJUHJDWHWDLO
ULVNȜWRQDPRQWKO\EDVLVIURP-DQXDU\WR6HSWHPEHU)LJXUHSORWVWKHȜWWRJHWKHU
ZLWKWKHWKUHH\HDUVXEVHTXHQWUHWXUQRIDQHTXDOZHLJKWHGSRUWIROLRRIDOOIXQGVLQWKHVDPSOH$
YLVXDOLQVSHFWLRQLQGLFDWHVDUHODWLRQEHWZHHQWKHVHWLPHVHULHVWKDWWKHFRHIILFLHQWRIFRUUHODWLRQ
FRQILUPVZLWKDYDOXHRIZKLFKLQGLFDWHVWKDWWDLOULVNPLJKWEHRQHRIWKHORQJWHUPGULYHUV
RIPXWXDOIXQGUHWXUQV:HDOVRGHWHFWDKLJKGHJUHHRIFRPPRQDOLW\LQWKHWLPHYDU\LQJ
FRPPRQWDLOULVNVDFURVVIXQGSRUWIROLRVIRUPHGDFFRUGLQJWR0RUQLQJVWDU¶VHTXLW\VW\OH
FODVVLILFDWLRQ,QGHHGWKHFRUUHODWLRQFRHIILFLHQWVDFURVVWKHWDLOULVNVRIGLIIHUHQWSRUWIROLRVRI
 
,QRXUVDPSOHRIDFWLYHIXQGVWKHDYHUDJHIXQGSRUWIROLRLVPDGHXSRI86HTXLW\QHWQRQ
86HTXLW\QHWFDVKQHW86ERQGVQHWQRQ86ERQGVQHWDQGLQRWKHUDVVHWV
QHW
7KLVLVEDVHGRQWKHSURSHUW\RIVWDELOLW\XQGHUWKHDJJUHJDWLRQRIWKHSRZHUODZGLVWULEXWLRQVVHH*DEDL[
IRUWKHSURSHUWLHVRISRZHUODZGLVWULEXWLRQV
 ? ?

IXQGVIRUPHGRQWKHLUHTXLW\VW\OHUDQJHIURPWRZKLFKVXSSRUWVWKHH[LVWHQFHRI
FRPPRQWDLOULVNG\QDPLFV
,QVHUW)LJXUHDURXQGKHUH
97DLO5LVNDQGWKH&URVVVHFWLRQRI0XWXDO)XQG5HWXUQV
5DWLRQDODQGULVNDYHUVHLQYHVWRUVDUHFRQFHUQHGDERXWWKHOLNHOLKRRGRIDVLJQLILFDQWUHGXFWLRQLQ
WKHLUSRUWIROLRV¶YDOXHVGXHWRDQXQIRUHVHHQORZHUWDLOHYHQW:HDUJXHWKDWUDWLRQDOLQYHVWRUV
UHTXLUHDKLJKHUH[SHFWHGUHWXUQWRKROGIXQGVZLWKKLJKHUH[SRVXUHWRWDLOULVN6LPLODUO\
LQYHVWRUVVHWWOHIRUDORZHUH[SHFWHGUHWXUQZKHQWKH\LQYHVWLQIXQGVZLWKORZHUWDLOULVN
H[SRVXUH,IWKLVDUJXPHQWLVFRUUHFWWKHQWDLOULVNVKRXOGEHKHOSIXOLQH[SODLQLQJWKHYDULDWLRQLQ
WKHFURVVVHFWLRQRIPXWXDOIXQGH[SHFWHGUHWXUQV7RH[DPLQHWKLVDUJXPHQWZHVWDUWE\
HVWLPDWLQJWKHVHQVLWLYLW\RIWKHPRQWKO\UHWXUQVRIDOOPXWXDOIXQGVLQRXUVDPSOHWRWKH
DJJUHJDWHWDLOULVNȜW,QSDUWLFXODUIRUHDFKIXQGZHUXQWKHIROORZLQJSUHGLFWLYHUHJUHVVLRQ
   ݎ௜ǡ௧ାଵ ൌ ߜ௜ ൅ ߚ௜ߣ௧ ൅ ௜ߴǡ௧ାଵ      
ZKHUHݎ௜ǡ௧ାଵLVWKHUHDOL]HGPRQWKO\UHWXUQRIIXQGLDWWLPHWߜ௜LVWKHLQWHUFHSWWHUPIRUIXQG
Lߚ௜LVWKHVHQVLWLYLW\RIWKHPRQWKO\UHWXUQRIIXQGLWRWKHDJJUHJDWHWDLOULVNߣ௧DQG ௜ߴǡ௧ାଵLVDQ
HUURUWHUP7KLVVSHFLILFDWLRQDOORZVXVWRWHVWZKHWKHUIXQGVZLWKKLJKȕVDUHQRWJRRGKHGJHV
DJDLQVWWDLOHYHQWV7KLVLVEHFDXVHZKHQWDLOULVNULVHVWKHVHIXQGVDUHOLNHO\WRVXIIHU
FRQVLGHUDEO\IURPDWDLOHYHQW7KXVLQYHVWRUVGHPDQGDVLJQLILFDQWSULFHGLVFRXQWWRKROGIXQGV
ZLWKKLJKȕVZKLFKLQHTXLOLEULXPLQFUHDVHVWKHLUH[SHFWHGUHWXUQV$QDORJRXVO\IXQGVZLWKORZ
 
6LPLODUWR.HOO\DQG-LDQJZHXVHSUHGLFWLYHUHJUHVVLRQVRQWKHOHYHORIȜLQVWHDGRIFRQWHPSRUDQHRXV
UHJUHVVLRQVRQȜ¶VVKRFNVHJ$5LQQRYDWLRQVWRUHGXFHWKHLQIOXHQFHRIȜ¶VHVWLPDWLRQHUURURQWKHHVWLPDWLRQ
RIWKHWDLOULVNORDGLQJV
 ? ?

RUQHJDWLYHȕVVHUYHDVHIIHFWLYHKHGJHVZKHQWDLOULVNULVHVWKHH[SHFWHGUHWXUQVRIWKHVHIXQGV
GHFUHDVHLQHTXLOLEULXPEHFDXVHLQYHVWRUVDUHZLOOLQJWRSD\DSUHPLXPWRLQVXUHVWDWHVRIKLJK
WDLOULVN7KHUHJUHVVLRQVDUHUXQDWPRQWKO\IUHTXHQF\XVLQJDPRQWKO\UROOLQJZLQGRZZLWK
OHQJWKHTXDOWRWKHPRVWUHFHQWPRQWKO\UHWXUQVLHVWDUWLQJZLWKWKHPRQWKO\UHWXUQVIURP
-DQXDU\WR'HFHPEHU+HQFHIRUHDFKPRQWKWIURP-DQXDU\WR6HSWHPEHU
ZHHVWLPDWHDWDLOULVNORDGLQJߚ௜ǡ௧IRUHDFKIXQGL:HXVHWKHHVWLPDWHGWDLOULVNORDGLQJ
IRUHDFKIXQGLQ'HFHPEHUDQG-XQHRIHDFK\HDUWRVRUWDOOIXQGVDQGZHFRQVWUXFWHTXDODQG
YDOXHZHLJKWHGTXLQWLOHSRUWIROLRVWKDWZHUHEDODQFHHYHU\PRQWKVLHHYHU\'HFHPEHUDQG
PRQWKVLHHYHU\-XQHDQG'HFHPEHUEDVHGRQWKHIXQGV¶QHZWDLOULVNORDGLQJV:HWKHQ
WUDFNWKHDYHUDJHRXWRIVDPSOHPRQWKO\UHWXUQVRIWKHFRQVWUXFWHGTXLQWLOHSRUWIROLRV7DEOH
FRQWDLQVWKHUHVXOWV
,QVHUW7DEOHDURXQGKHUH
7KHUHVXOWVVKRZDVWULFWPRQRWRQLFSDWWHUQLQWKHDYHUDJHPRQWKO\UHWXUQVIRUERWKWKH
HTXDODQGYDOXHZHLJKWHGSRUWIROLRV3DQHO$VKRZVWKDWIRUWKHHTXDOZHLJKWHGSRUWIROLRV
ZLWKPRQWKUHEDODQFLQJIXQGVLQWKHORZHVWWDLOULVNTXLQWLOHKDYHDQDYHUDJHPRQWKO\UHWXUQ
RIZKLOHIXQGVLQWKHKLJKHVWWDLOULVNTXLQWLOHKDYHDQDYHUDJHPRQWKO\UHWXUQRI
:HDOVRIRUPWKH+LJK/RZSRUWIROLRWKDWUHSUHVHQWVWKHHIIHFWRID]HURQHWLQYHVWPHQWVWUDWHJ\
RIEX\LQJIXQGVZLWKKLJKWDLOULVNORDGLQJVDQGVKRUWLQJIXQGVZLWKORZWDLOULVNORDGLQJV,IVXFK
DVWUDWHJ\LVSRVVLEOHWKHQWKHUHWXUQVRQWKHIXQGVZLWKKLJKWDLOULVNORDGLQJVVKRXOGPRVWO\
GULYHWKHUHWXUQRIWKH+LJK/RZSRUWIROLR7KHDYHUDJHPRQWKO\UHWXUQRIWKH+LJK/RZ
 
)RUUREXVWQHVVZHDOVRFRQVLGHUPRQWKDQGPRQWKUHEDODQFLQJIUHTXHQFLHV7KHUHVXOWVDUHTXDQWLWDWLYHO\
VLPLODU
 ? ?

SRUWIROLRLVZKLFKLPSOLHVDQDYHUDJHDQQXDOUHWXUQRIWKDWLVVWDWLVWLFDOO\
VLJQLILFDQWZLWKD1HZH\:HVWWVWDWLVWLFRI7KHUHVXOWVDUHVLPLODUIRUWKHSRUWIROLRV
ZLWKPRQWKUHEDODQFLQJDVZHOODVIRUWKHYDOXHZHLJKWHGSRUWIROLRVLQ3DQHO%2YHUDOOWKH
UHVXOWVVKRZWKDWIXQGVZLWKKLJKWDLOULVNORDGLQJVWHQGWRHDUQKLJKHUPRQWKO\UHWXUQVWKDQWKH
IXQGVZLWKORZHUWDLOULVNORDGLQJV
:HDOVRDVVHVVZKHWKHUWKHWDLOULVNSUHPLXPSHUVLVWVDIWHUFRQWUROOLQJIRUFRPPRQO\
XVHGULVNIDFWRUVLQWKHWLPHVHULHVRISRUWIROLRUHWXUQV6SHFLILFDOO\ZHFRQWUROIRUULVNLQFOXGLQJ
WKHPDUNHWWKHVL]HDQGERRNWRPDUNHW)DPDDQG)UHQFKWKHPRPHQWXP&DUKDUW
DQGWKHOLTXLGLW\3DVWRUDQG6WDPEDXJKULVNIDFWRUV,Q7DEOHZHUHSRUWWKH
DOSKDVREWDLQHGE\DSSO\LQJWKHVHPRGHOVWRWKHPRQWKO\UHWXUQVRIWKHHTXDODQGYDOXH
ZHLJKWHGWDLOULVNTXLQWLOHSRUWIROLRV)RUERWKWKHHTXDODQGYDOXHZHLJKWHGSRUWIROLRVZH
REVHUYHDVWULFWPRQRWRQLFLQFUHDVHLQWKHPRQWKO\DOSKDVIRUDOOPRGHOV7KHDOSKDVIRUWKH
+LJK/RZHTXDOZHLJKWHGSRUWIROLRVZLWKPRQWKUHEDODQFLQJDUHDOOODUJHDQGVWDWLVWLFDOO\
VLJQLILFDQWDWWKHOHYHO7KHIXQGSRUWIROLRVLQWKHKLJKHVWTXLQWLOHHDUQDIRXUIDFWRUDOSKD
WKDWLVKLJKHULQDQQXDOWHUPVWKDQWKHIXQGSRUWIROLRVLQWKHORZHVWWDLOULVNTXLQWLOH7KLV
QXPEHULVDOVRVWDWLVWLFDOO\VLJQLILFDQWZLWKD1HZH\:HVWWVWDWLVWLFRI)RUWKHPRQWK
UHEDODQFHGHTXDOZHLJKWHGSRUWIROLRVDOORIWKHDOSKDVH[FHSWIRUWKH)DPDDQG)UHQFKPRGHODUH
VWDWLVWLFDOO\VLJQLILFDQWDWWKHOHYHO)XUWKHURQDYDOXHZHLJKWHGEDVLVWKHDOSKDVIRUERWK
WKHDQGPRQWKUHEDODQFHGTXLQWLOHSRUWIROLRVDUHDOOVWDWLVWLFDOO\VLJQLILFDQWDWFRPPRQO\
XVHGVLJQLILFDQFHOHYHOV7KHVHGLIIHUHQFHVLQWKHHVWLPDWHGDOSKDVFOHDUO\LQGLFDWHWKHSUHVHQFH
 
7KHRSWLPDOQXPEHURIODJVIRUWKH1HZH\:HVWWVWDWLVWLFLVGHULYHGIROORZLQJ1HZH\DQG:HVW
0RQWKO\GDWDIRUWKHVL]HERRNWRPDUNHWDQGPRPHQWXPIDFWRUVDUHREWDLQHGIURP.HQQHWK)UHQFK¶VZHEVLWH
0RQWKO\GDWDIRUWKHOLTXLGLW\IDFWRUDUHREWDLQHGIURP/XERV3DVWRU¶VZHEVLWH
 ? ?

RIDWDLOULVNSUHPLXPZKLFKLVQRWVLPSO\DUHZDUGIRUPDUNHWULVNVL]HERRNWRPDUNHW
PRPHQWXPRUOLTXLGLW\7KHVHUHVXOWVPLJKWDOVRLQGLFDWHWKDWWKHPRQWKO\DOSKDLQH[FHVVRIWKH
UHZDUGIRUVWDQGDUGSULFLQJIDFWRUVGRHVQRWQHFHVVDULO\UHIOHFWPDQDJHULDOVNLOOEXWPHUHO\WKH
ZLOOLQJQHVVRIIXQGPDQDJHUVWRKROGSRUWIROLRVZLWKKLJKWDLOULVNORDGLQJV,IWKLVLVWKHFDVH
DFFRXQWLQJIRUWDLOULVNVXVFHSWLELOLW\LQHYDOXDWLQJPXWXDOIXQGPDQDJHUV¶SHUIRUPDQFHLV
FUXFLDO
,Q7DEOHZHLQGHSHQGHQWO\GRXEOHVRUWWKHIXQGVLQRXUVDPSOHRQWKHLUWDLOULVNEHWDV
DQG0RUQLQJVWDU¶VHTXLW\VW\OHFODVVLILFDWLRQVDQGH[DPLQHWKHDYHUDJHRXWRIVDPSOHPRQWKO\
UHWXUQVIRUERWKWKHHTXDODQGYDOXHZHLJKWHGTXLQWLOHSRUWIROLRVZLWKPRQWKUHEDODQFLQJ)RU
PRVWSRUWIROLRVZHREVHUYHWKHVDPHLQFUHDVLQJPRQRWRQLFLW\DVIRUWKHSRUWIROLRVVRUWHGRQO\RQ
WKHLUWDLOULVNORDGLQJV7KHDYHUDJHPRQWKO\UHWXUQIRUWKH+LJK/RZHTXDOZHLJKWHGSRUWIROLRLV
KLJKHUIRUWKH/DUJHFDSSRUWIROLRVIROORZHGE\WKH6PDOOFDSSRUWIROLRVDQG
WKH0LGFDSSRUWIROLRV)XUWKHUWKHDYHUDJHPRQWKO\UHWXUQIRUWKH+LJK/RZ/DUJHFDS
9DOXHSRUWIROLRLVZKLFKLQGLFDWHVDQDYHUDJHDQQXDOUHWXUQRIWKDWLVFRQVLGHUDEO\
ORZHUWKDQLWVYDOXHZHLJKWHGFRXQWHUSDUWRI)XUWKHU)LJXUHVDQGVKRZWKHPRQWKO\
DOSKDVIURPDSSO\LQJWKH&$30)DPDDQG)UHQFKWKUHHIDFWRUPRGHO&DUKDUWIRXUIDFWRU
PRGHODQGWKH3DVWRUDQG6WDPEDXJKILYHIDFWRUPRGHOWRWKHPRQWKO\UHWXUQVRIWKHHTXDODQG
YDOXHZHLJKWHG+LJK/RZSRUWIROLRVUHVSHFWLYHO\IRUPHGDFFRUGLQJWR0RUQLQJVWDU¶VHTXLW\
VW\OHFODVVLILFDWLRQV:HREVHUYHWKDWWKHDOSKDVIRUWKH+LJK/RZSRUWIROLRVUHPDLQODUJHDQG
 ? ?

VWDWLVWLFDOO\VLJQLILFDQWLQDOPRVWDOOFDVHV2YHUDOOWKHHPSLULFDOUHVXOWVLQGLFDWHDVXEVWDQWLDO
SUHPLXPIRUWKHIXQGVZLWKKLJKWDLOULVNORDGLQJV
,QVHUW7DEOHDURXQGKHUH
,QVHUW)LJXUHDURXQGKHUH
,QVHUW)LJXUHDURXQGKHUH
:HDOVRH[DPLQHZKHWKHURXUUHVXOWVDUHUREXVWWRVHYHUDOLPSRUWDQWPXWXDOIXQG
FKDUDFWHULVWLFVE\LQGHSHQGHQWO\GRXEOHVRUWLQJIXQGVRQWDLOULVNORDGLQJVDQGHDFKRIWKHVH
FKDUDFWHULVWLFV2XUFKRLFHWRH[DPLQHWKHHIIHFWVRIIXQGFKDUDFWHULVWLFVRQWKHUHWXUQRIIHUHGE\
IXQGVRIGLIIHUHQWWDLOULVNVXVFHSWLELOLW\LVPRWLYDWHGE\SULRUOLWHUDWXUHZKLFKKDVLQGLFDWHGWKH
VLJQLILFDQFHRIWKHVHFKDUDFWHULVWLFVWRWKHSHUIRUPDQFHRIPXWXDOIXQGVVHHHJ&KHQ+RQJ
+XDQJDQG.XELN*ULQEODWWDQG7LWPDQ5ROO.KRUDQD6HUYDHVDQG
:HGJH:HUPHUV7KHVHFKDUDFWHULVWLFVFRPSULVHWKHEHQFKPDUNDOSKD
%1&+B$/3+$IXQGVL]H6,=(H[SHQVHUDWLR(;3B5$7,2WXUQRYHUUDWLR
7851B29(5WUDFNLQJHUURU75B(5525PDQDJHPHQWIHH01*B)((DQGPDQDJHULDO
RZQHUVKLS01*B2:17KHEHQFKPDUNDOSKDPHDVXUHVDIXQG¶VSHUIRUPDQFHDIWHUDGMXVWLQJ
IRUWKHIXQG¶VV\VWHPDWLFULVNDVPHDVXUHGE\LWVEHWDZLWKUHVSHFWWRLWVSULPDU\SURVSHFWXV
EHQFKPDUN7KHIXQGVL]HLVWKHWRWDODPRXQWRIPRQH\PDQDJHGDVDVWDQGDORQHSRUWIROLRDFURVV
VKDUHFODVVHVDQGVXEDFFRXQWV7KHH[SHQVHUDWLRLVWKHSHUFHQWDJHRIWKHIXQG¶VDYHUDJHWRWDOQHW
 
 ? ?7KHYDOXHSUHPLXPSX]]OHLVDOVRSUHVHQWLQWKHUHVXOWV,QSDUWLFXODUWKH+LJK/RZSRUWIROLRVIRUWKHYDOXH
RULHQWHGIXQGVLH/DUJHFDS9DOXH0LGFDS9DOXHDQG6PDOOFDS9DOXHKDYHKLJKHUDYHUDJHPRQWKO\UHWXUQV
LHPRQWKO\RUDQQXDOO\WKDQWKHJURZWKRULHQWHGIXQGVLHPRQWKO\RUDQQXDOO\
7KLVILQGLQJPLJKWVHHPOLNHDSX]]OHEHFDXVHWKHYDOXHRULHQWHGIXQGVKDYHVXEVWDQWLDOO\ORZHUYRODWLOLW\WKDQWKH
JURZWKRULHQWHGIXQGVVHH7DEOH+RZHYHU7VDLDQG:DFKWHUSURYLGHDQH[SODQDWLRQIRUWKLVSX]]OHWKDW
LVEDVHGRQUDUHHYHQWV6SHFLILFDOO\WKH\VKRZWKDWDOWKRXJKYDOXHVWRFNVDUHQRWULVNLHUWKDQJURZWKVWRFNVRQWKH
EDVLVRIFRQYHQWLRQDOULVNPHDVXUHVWKH\WHQGWRKDYHKLJKHUWDLOULVNUHODWHGSUHPLXPVWKDQJURZWKVWRFNV
 ? ?

DVVHWVGHGXFWHGHYHU\\HDUIRUJURVVH[SHQVHVWKDWLQFOXGHGLVWULEXWLRQIHHVPDQDJHPHQWIHHV
DGPLQLVWUDWLYHIHHVDQGRSHUDWLQJFRVWVEXWH[FOXGHWUDQVDFWLRQFRVWVDQGVDOHVFKDUJHV7KH
WXUQRYHUUDWLRPHDVXUHVWKHYDOXHRIWKHWUDGLQJDFWLYLW\RIWKHIXQGDVDSHUFHQWDJHRIWKH
DYHUDJHWRWDOQHWDVVHWVRIWKHIXQG7KHWUDFNLQJHUURUPHDVXUHVKRZZHOODIXQGWUDFNVLWV
EHQFKPDUNSRUWIROLRDQGLVPHDVXUHGDVWKHYRODWLOLW\RIWKHGLIIHUHQFHEHWZHHQDIXQG¶VH[FHVV
UHWXUQUHODWLYHWRLWVSULPDU\SURVSHFWXVEHQFKPDUN7KHPDQDJHPHQWIHHPHDVXUHVWKH
SHUFHQWDJHRIWKHWRWDOQHWDVVHWVRIWKHIXQGFKDUJHGHYHU\\HDUE\WKHPDQDJHUWRFRYHUWKHFRVW
RIUXQQLQJWKHIXQG7KHPDQDJHULDORZQHUVKLSLVDPHDVXUHRIKRZPXFKWKHPDQDJHUVRZQLQ
WKHIXQG0RUQLQJVWDU'LUHFW6RUWLQJRQWDLOULVNORDGLQJVDQGEHQFKPDUNDOSKDIXQG
VL]HWXUQRYHUUDWLRWUDFNLQJHUURUDQGPDQDJHULDORZQHUVKLSWDNHVSODFHPRQWKO\DQGIRUWKH
H[SHQVHUDWLRDQGPDQDJHPHQWIHHWKHVRUWLQJLVDQQXDO6LQFHWKH866HFXULWLHVDQG
([FKDQJH&RPPLVVLRQ6(&KDVUHTXLUHGWKDWPDQDJHUVRI86PXWXDOIXQGVGLVFORVHKRZ
PXFKRIWKHLUSHUVRQDOFDSLWDOLVLQYHVWHGLQWKHIXQGVWKH\PDQDJHXVLQJWKHIROORZLQJUDQJHV
IURPWRIURPWRIURPWRIURPWR
IURPWRDQGRYHU$OWKRXJKWKHGLVFORVXUHRI
PDQDJHULDORZQHUVKLSLVQRWH[DFWLWVWLOOOHDYHVXVZLWKVXIILFLHQWFURVVVHFWLRQDOYDULDWLRQWR
VWXG\WKHUREXVWQHVVRIRXUILQGLQJVWRGLIIHUHQWPDQDJHULDORZQHUVKLSOHYHOV:HIXUWKHUIROORZ
.KRUDQDHWDOWRFRQYHUWWKHGLVFORVHGPDQDJHULDORZQHUVKLSLQWRWKHSHUFHQWDJHRI
PDQDJHULDORZQHUVKLSZKLFKLVPRVWRIWHQXVHGLQWKHOLWHUDWXUHVHHHJ-HQVHQDQG0HFNOLQJ
,QSDUWLFXODUZHDVVXPHWKDWHDFKPDQDJHU¶VRZQHUVKLSLVDWWKHPLGSRLQWRIWKH
GLVFORVHGUDQJH)RUH[DPSOHLIDPDQDJHUGLVFORVHVRZQHUVKLSLQWKHWR
 
866(&PHDVXUHVWKHIXQG¶VSRUWIROLRWUDGLQJDFWLYLW\E\WDNLQJWKHOHVVHURISXUFKDVHVRUVDOHVH[FOXGLQJDOO
VHFXULWLHVZLWKPDWXULWLHVRIOHVVWKDQRQH\HDUDQGGLYLGLQJE\WKHDYHUDJHPRQWKO\QHWDVVHWV
 ? ?

UDQJHZHDVVXPHWKDWKHRZQVZRUWKRIWKHIXQGVKDUHV)RUPDQDJHULDORZQHUVKLS
DERYHZHDVVXPHWKHPDQDJHU¶VRZQHUVKLSLVDWWKHERWWRPRIWKHUDQJH)XUWKHU
ZKHQDIXQGKDVPXOWLSOHPDQDJHUVZHDGGXSWKHRZQHUVKLSVWDNHVRIHDFKWRGHWHUPLQHWKH
DJJUHJDWHPDQDJHULDORZQHUVKLSLQDIXQG:HWKHQFRQYHUWWKHGROODURZQHUVKLSLQWRSHUFHQWDJH
RZQHUVKLSE\GLYLGLQJWKHGROODURZQHUVKLSE\WKHIXQG¶VVL]H$OOGDWDDUHFROOHFWHGIURP
0RUQLQJVWDUZLWKWKHH[FHSWLRQRIWKHPDQDJHPHQWIHHZKLFKLVFROOHFWHGIURPWKH&5630XWXDO
)XQGGDWDEDVH
:HFRQVWUXFWHTXDODQGYDOXHZHLJKWHGGRXEOHVRUWHGSRUWIROLRVZKLFKZHUHEDODQFH
HYHU\PRQWKVLHHYHU\'HFHPEHUDQGZHUHSRUWWKHLUDYHUDJHRXWRIVDPSOHPRQWKO\
UHWXUQVLQ7DEOH7KHUHVXOWVLQGLFDWHWKDWWKHDYHUDJHPRQWKO\UHWXUQVRIWKHIXQGVLQHDFKRI
WKHWDLOULVNTXLQWLOHVLQFUHDVHDVWKHEHQFKPDUNDOSKDLQFUHDVHVZKLFKVXSSRUWVWKHDUJXPHQWRI
SHUIRUPDQFHSHUVLVWHQFHLQPXWXDOIXQGV)XUWKHUWKHDYHUDJHPRQWKO\UHWXUQVRIWKHIXQGVLQ
HDFKRIWKHEHQFKPDUNDOSKDTXLQWLOHVLQFUHDVHDVWKHWDLOULVNORDGLQJVLQFUHDVH)RUH[DPSOHWKH
DYHUDJHPRQWKO\UHWXUQRIWKHIXQGVLQEHQFKPDUNDOSKDTXLQWLOHLQFUHDVHVIURPLQWDLO
TXLQWLOHWRLQWDLOTXLQWLOH7KLVGLIIHUHQFHLVHTXLYDOHQWWRDQDQQXDOGLIIHUHQFHRI
ZKLFKLVHFRQRPLFDOO\VLJQLILFDQWDQGVWDWLVWLFDOO\VLJQLILFDQWDWWKHOHYHO7KHVH
ILQGLQJVLQGLFDWHWKDWWKHVXSHULRUSHUIRUPDQFHRIVRPHIXQGPDQDJHUVPLJKWEHDOVRDWWULEXWHG
WRWKHLUKLJKH[SRVXUHWRWDLOULVNUDWKHUWKDQRQO\WRWKHLUVWRFNSLFNLQJDELOLW\6LPLODU
LQIHUHQFHVFDQEHPDGHEDVHGRQWKHILQGLQJVIRUIXQGSRUWIROLRVWKDWDUHGRXEOHVRUWHGRQWDLO
ULVNEHWDVDQGDQXPEHURIIXQGFKDUDFWHULVWLFV7KHUHVXOWVIRUWKHYDOXHZHLJKWHGSRUWIROLRVDOVR
FRQILUPWKHVHILQGLQJV
:HDOVRH[DPLQHPRQWKO\DOSKDVHVWLPDWHGE\DSSO\LQJWKH&$30WKH)DPDDQG
)UHQFKWKH&DUKDUWDQGWKH3DVWRUDQG6WDPEDXJKPRGHOVRQWKHPRQWKO\UHWXUQVRIWKHHTXDO
 ? ?

DQGYDOXHZHLJKWHGTXLQWLOHSRUWIROLRVIRUPHGE\LQGHSHQGHQWVRUWVRIWKHIXQGVRQWDLOULVNEHWDV
DQGIXQGFKDUDFWHULVWLFV7DEOHUHSRUWVWKHDOSKDVIURPWKH&DUKDUWPRGHOIRUDOOGRXEOHVRUWHG
TXLQWLOHSRUWIROLRV)RUDOOFKDUDFWHULVWLFVWKHUHVXOWVVKRZDQDOPRVWVWULFWO\LQFUHDVLQJ
PRQRWRQLFSDWWHUQLQWKHPRQWKO\DOSKDVRIWKHWDLOULVNTXLQWLOHSRUWIROLRVIRUERWKWKHHTXDODQG
YDOXHZHLJKWHGSRUWIROLRV
2YHUDOORXUUHVXOWVVWURQJO\LQGLFDWHWKDWWDLOULVNLVDQLPSRUWDQWGHWHUPLQDQWRIWKH
FURVVVHFWLRQDOYDULDWLRQLQHTXLW\PXWXDOIXQGUHWXUQV7KHVHUHVXOWVLQGLFDWHWKHSUHVHQFHRID
WDLOULVNSUHPLXPZKLFKLVQRWVLPSO\DUHZDUGIRUPDUNHWULVNVL]HERRNWRPDUNHWPRPHQWXP
RUOLTXLGLW\)XUWKHURXUUHVXOWVDUHUREXVWDFURVVGRXEOHVRUWHGSRUWIROLRVIRUPHGRQWDLOULVN
EHWDVDQGDQXPEHURILPSRUWDQWIXQGFKDUDFWHULVWLFV
,QVHUW7DEOHDURXQGKHUH
,QVHUW7DEOHDURXQGKHUH
9,7KH5HODWLRQEHWZHHQ7DLO5LVNDQG0XWXDO)XQG&KDUDFWHULVWLFV
,QWKLVVHFWLRQZHLQYHVWLJDWHWKHUHODWLRQEHWZHHQWKHIXQGV¶VHQVLWLYLW\WRDJJUHJDWHWDLOULVNDQG
DQXPEHURIPXWXDOIXQGFKDUDFWHULVWLFV:HGLYLGHWKHVHFKDUDFWHULVWLFVLQWRWZRJURXSV7KH
ILUVWJURXSFRPSULVHVWKHIXQG¶VVL]HLQELOOLRQVDJH$*(LQ\HDUVDQGFRUSRUDWH
JRYHUQDQFHVFRUH&*6RQDVFDOHIURPZRUVWWREHVW7KHVHFRQGJURXSFRPSULVHV
WKHPDQDJHPHQWIHHLQPDQDJHUWHQXUH01*B7(1LQ\HDUVDQGPDQDJHULDORZQHUVKLS
LQ'HVFULSWLRQVRIIXQGVL]HPDQDJHPHQWIHHDQGPDQDJHULDORZQHUVKLSDUHSURYLGHGLQ
6HFWLRQ97KHIXQG¶VDJHLVWKHQXPEHURI\HDUVVLQFHLWVLQFHSWLRQ7KHIXQG¶VFRUSRUDWH
 
7KHUHVXOWVDUHTXDOLWDWLYHO\VLPLODUIRUDOORWKHUPRGHOVOHDGLQJWRWKHVDPHFRQFOXVLRQV,QWKHLQWHUHVWRIEUHYLW\
WKH\DUHQRWUHSRUWHGLQWKLVSDSHU
 ? ?

JRYHUQDQFHVFRUHLVWKHDVVHWZHLJKWHGDYHUDJHRIWKH6XVWDLQDO\WLFVJRYHUQDQFHVFRUHVIRUWKH
FRYHUHGKROGLQJVLQLWVSRUWIROLR7KHVHJRYHUQDQFHVFRUHVDUHEDVHGRQGHWDLOHGDQDO\VLVRI
ERDUGLQWHJULW\DQGTXDOLW\ERDUGVWUXFWXUHRZQHUVKLSDQGVKDUHKROGHUULJKWVUHPXQHUDWLRQ
ILQDQFLDOUHSRUWLQJDQGVWDNHKROGHUJRYHUQDQFH7KHPDQDJHU¶VWHQXUHLVWKHQXPEHURI\HDUV
WKDWWKHFXUUHQWPDQDJHUKDVEHHQWKHSRUWIROLRPDQDJHUIRUWKHIXQG)RUIXQGVZLWKPRUHWKDQ
RQHPDQDJHUZHXVHWKHWHQXUHRIWKHPDQDJHUZKRKDVEHHQZLWKWKHIXQGWKHORQJHVW$OOGDWD
DUHFROOHFWHGIURP0RUQLQJVWDUH[FHSWIRUWKHPDQDJHPHQWIHHZKLFKLVFROOHFWHGIURPWKH&563
0XWXDO)XQGGDWDEDVH:HDOVRLQFOXGHWKHPRQWKO\UHWXUQ5(7YRODWLOLW\92/DQGIXQG
IORZ)/2:HVWLPDWHGRYHUWKHSUHYLRXVPRQWKVWRFRQWUROIRUWKHUHFHQWSHUIRUPDQFHRI
IXQGV7RHDVHWKHLQWHUSUHWDWLRQRIWKHUHVXOWVDOOYDULDEOHVDUHFURVVVHFWLRQDOO\VWDQGDUGLVHGWR
KDYHDPHDQRI]HURDQGDVWDQGDUGGHYLDWLRQRIRQH
:HXVHWKH)DPD0DF%HWKUHJUHVVLRQPHWKRGRORJ\WRHVWLPDWHWKHVHQVLWLYLW\RID
IXQG¶VWDLOULVNEHWDLQPRQWKWRQWKHIXQG¶VFKDUDFWHULVWLFVDVPHDVXUHGLQPRQWKW
6SHFLILFDOO\ZHHVWLPDWHWKHIROORZLQJUHJUHVVLRQHTXDWLRQ
   ߚ௜ǡ௧ାଵ ൌ ߙ ൅ ߞ ௜ܸǡ௧ ൅ ߝ௜ǡ௧ାଵ      
ZKHUHߚ௜ǡ௧ାଵLVIXQG¶VLWDLOULVNEHWDLQPRQWKW ௜ܸǡ௧LVWKHYHFWRURIWKHIXQGFKDUDFWHULVWLFVߞ
LVWKHYHFWRURIFRHIILFLHQWVWREHHVWLPDWHGDQGߝ௜ǡ௧ାଵLVDQHUURUWHUP7DEOHUHSRUWVWKH
HVWLPDWHGFURVVVHFWLRQDOFRHIILFLHQWVZLWK1HZH\:HVWFRUUHFWHGVWDQGDUGHUURUVRYHU
WKHVDPSOHSHULRGIURP-DQXDU\WR6HSWHPEHU&ROXPQUHSRUWVWKHFRHIILFLHQW
HVWLPDWHVIRUWKHQDWXUDOORJDULWKPRIVL]HDJHDQGWKHFRUSRUDWHJRYHUQDQFHVFRUH&ROXPQ
 
6XVWDLQDO\WLFVLVDQLQGHSHQGHQWFRUSRUDWHJRYHUQDQFHUHVHDUFKUDWLQJVDQGDQDO\VLVILUPWKDWSURYLGHVLQGHSWK
JRYHUQDQFHUHSRUWVIRURYHUFRPSDQLHV
 ? ?

UHSRUWVWKHFRHIILFLHQWHVWLPDWHVIRUWKHPDQDJHPHQWIHHPDQDJHUWHQXUHDQGPDQDJHULDO
RZQHUVKLS$QGFROXPQUHSRUWVWKHFRHIILFLHQWHVWLPDWHVIRUDOOIXQGFKDUDFWHULVWLFVLQRXU
DQDO\VLV
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